« ie President President 
of the Treasury Board du Conseil du Trésor 
- 
Coe 
= BG 


3 1761 11849795 


NT 


Expenditure and 
Program Review 


The Honourable Robert R. de Cotret 
President of the Treasury Board 


November 1984 


Canada 


| 


if ae 
ih at} 


r ae President President 
of the Treasury Board du Conseil du Tresor 


Governmen' 


| P ublic ation: 


Expenditure and 
Program Review 


The Honourable Robert R. de Cotret, 
President of the Treasury Board 


November 1984 


Zx8 RAN 


Vv 


NOV 2 0 1984 


Contents 


Statement by the Honourable Robert R. de Cotret, 
President of the Treasury Board 


Annex A 
Reductions in the Level of Program Spending 


Annex B 
More Rigorous Management of Programs 


Annex C 
Elimination of Programs 


Annex D 
Deferral/Cancellation of Capital Projects 


Annex E 
External Aid and Defence 


Annex F 
Cost Recovery 


Annex G 
Increased Revenue Generation 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/6111849795/7 


Statement by the President of the Treasury Board 
Introduction 


The Government of Canada, in the economic statement made 
by the Minister of Finance, has established a framework for economic 
renewal. It has enunciated four challenges: 


= first, to put our own fiscal house in order so that we can limit, 
and ultimately reverse, the massive build-up in public debt and 
the damaging impact this has on confidence and growth; 


= second, to redefine the role of government so that it provides a 
better framework for growth and job creation and less of an 
obstacle to change and innovation; 


= third, to foster higher investment, greater innovation, increased 
international competitiveness and a positive climate for the birth 
and growth of new enterprise; .and 


- fourth, to bring about these changes in a way that is fair, open, 
and consistent with the basic sense of compassion, tolerance and 
justice that is characteristic of Canadian society. 


This statement addresses the first challenge. 


The Minister of Finance has documented the precariousness 
of the current fiscal situation. Canadians may be surprised by the 
depth of financial disarray into which the Government of Canada has 
fallen, but they have known for some time the nature and source of 
the problem. The problem is clear - our deficit is too high - and 
without corrective measures is forecast to remain consistently so, far 
into the future. The origins of the problem are also clear - for too 
long the government has been spending money which it did not have. 
The result is a government fiscal position which has undermined 
confidence among investors and consumers alike and which leaves us 
little room to address the issues of today. 


The solution is equally clear. In a pragmatic, considered, 
fair way, the government must review and reduce its expenditures. 
There is no magic here. Canadians in their daily lives face this 
challenge. Governments, too, must face the discipline of sound 
financial planning. 


Tonight I am announcing, after a careful expenditure and 
program review, a set of measures reducing budgetary and 
non-budgetary financial requirements by $4.244 billion. 


Chart ft 


Expenditure by envelope 
1984-1985 in billions of dollars 


Social Development $41.7 


Public Debt $20.4 


Economic and Regional Development $15.3 


Defence $8.8 


Fiscal Arrangements $5.9 


Services to Government $4.3 


External Affairs and Aid $2.7 


Parliament $0.2 


Process of Expenditure Review 


The Government of Canada is a large and complex 
organization. Financial problems of the magnitude inherited from the 
previous government will not be solved by indiscriminate cutting of 
programs. Instead, a systematic long-term approach is needed. 


As a first step, the government initiated under my 
leadership an intensive ministerial review of all programs. The 
purpose of this review was to identify immediate areas where 
expenditures could be reduced. Certain principles, fundamental to the 
philosophy of the new government, have guided the exercise. 
Expenditures should not be reduced in ways which would shift the 
burden of weak financial management in the past to the poor or 
underprivileged in our society. This principle of fairness and equity 
has been a litmus test for all our expenditure decisions, and will 
continue to be so in the future. 


Regional and sectoral balance in expenditure reductions has 
also been important. Clearly some programs or projects impact more 
on some areas of the country or some sectors of the economy than on 
others. In selecting which reductions to pursue, every attempt has 
been made to try to balance the total impact of the program. 
Obviously, perfect balance is unattainable, but the measures have been 
chosen so as to ensure a fair sharing of the burden of restoring the 
Government of Canada's financial health. 


Profile of Government Spending 


In the current fiscal year, the Government of Canada will 
spend in excess of $100 billion. How are we spending this money and 
what room do we have to reduce expenditures? 


Chart 1 indicates the current allocation of expenditures by 
envelope. Table 1 sets out spending by type of payment, as 
presented to Parliament last February. It is now clear that the 
previous government would have spent more than is portrayed in these 
tables. I have recently tabled in Parliament Supplementary Estimates 
totalling a net increase of $5.9 billion covering additional spending on 
the commitments made by the previous government. 


The Social Development envelope accounts for approximately 
half of program outlays (total expenditures less public debt charges). 
The large statutory transfer programs (old age benefits, family 
allowances, Canada Assistance Plan, and Established Program 


Table 1 


1984-85 Main Estimates 
By Type of Payment 


Per Cent 
$ Millions of Total 
Transfer Payments 
Other Levels of Government 18,513 19.2 
Persons 18,290 18.9 
Subsidies 3,461 3e0 
Other 6,148 6.4 
Sub-Total 46,412 48.1 
Public Debt 20,350 21.1 
Payments to Crown Corporations 4,618 4.8 
Operating and Capital 
Defence 8,767 Ors 
All Others 14,407 14.9 
Sub-Total 23,174 24.0 
Loans, Investments and Advances 1,970 2.0 
Total Main Estimates 96,524 100.0 
Reserves 3,857 
Allowance for lapse and loan repayments CZE Tet) 
TOTAL OUTLAYS 98,200 


Financing) account for much of this envelope. The Defence and 
External Affairs and Aid envelopes reflect Canada's commitment to our 
NATO allies and to external aid, while the Fiscal Arrangements 
envelope consists fundamentally of the equalization program providing 
statutory payments to the poorer provinces. The Economic and 
Regional Development envelope contains the expenditures for ongoing 
services in areas such as transportation and agriculture, as well as 
major support and subsidy programs to corporations and individuals. 


General Approach 


Our approach to reducing expenditures has been to start 
from the bottom and look at all our programs. As a government, our 
commitment is to safeguard the interest of the taxpayer. We have had 
a fresh look at how the government is spending our money and where 
we can save. 


We have looked at general overhead costs which in the 
non-defence area account for about 15 per cent of our expenditures 
(see Table 1). Savings are possible here, but not enough to alone 
solve our problem. We have looked as well at cost recovery. ‘There 
are, throughout the government, many organizations providing 
Specialized services to individuals and corporations. Often these 
services are akin to commercial activities but continue, for a variety of 
reasons, to be carried out by government departments or agencies. 

We have reviewed the prices that we charge for these services. In 
addition, we have analyzed the contingency funds which the 
government has established to see whether we can manage our affairs 
more tightly. We have, as well, investigated possibilities of improving 
our management of debt collection. 


The exercise that we have completed is one in which all 
Ministers have been involved. In this review there have been no 
programs exempted from scrutiny, all programs have been examined 
and fundamental questions asked about all expenditures. 


Clearly, however, in the time available, we have not been 
able to deal with many of the larger, more complex policy issues. It 
would have been inappropriate, in the short period of time since the 
election of the new government, to have made fundamental decisions to 
restructure many of the major programs the Government of Canada 
currently undertakes. This is particularly true of the social 
programs. These represent a fundamental element in the structure of 
Canadian society. A unilateral decision to alter these programs would 
have been inconsistent with our commitment to an open government. 


Certain economic programs also require careful scrutiny. We 
are subsidizing activities which are not competitive and providing 
support to firms and industries for investments which would not go 
ahead without government assistance. These programs must be 
reviewed, and Canadians must be assured that the expenditures are 
warranted. There has not been time to undertake such an analysis, 
nor to allow those affected to participate in the discussion. 


About 20 per cent of government program spending is 
related to payments to other levels of government. We set aside for 
the purpose of this exercise the large federal/provincial transfer 
programs. In looking at smaller programs or particular projects, we 
have tried to make decisions in a way which would minimize the impact 
on provincial governments. We have taken this position because of our 
commitment to the development of better federal/provincial relations. 
Canadians know we have deep financial problems. They expect their 
governments to act together, responsibly, and in open consultation, to 
resolve these difficulties. 


These decisions, to set aside for the moment our social 
programs, to allow time for consultation on decisions respecting certain 
economic expenditures, and to exempt from any immediate cuts 
programs involving legal commitments with the provinces, constrained 
the room left to produce significant reductions. It has meant that we 
have had to look harder and investigate more thoroughly all available 
savings. We have done so in a systematic way, determined in the end 
to produce a fair and balanced package. 


This package is only a first step. The Government of 
Canada has established, under the chairmanship of the Deputy Prime 
Minister, a task force to review the structure of government programs, 
and to consolidate programs, regulations and delivery mechanisms to 
produce a profile of government which is simpler, more understandable 
and more accessible to Canadians. Issues within this purview will be 
dealt with by the task force. At the same time the Minister of 
Finance, in the Agenda for Economic Renewal, has set out the major 
expenditure programs which will be subject to further policy review. 


Outline of Package 


The Government of Canada will implement a number of 
immediate measures to reduce budgetary expenditures and increase 
revenues by a total of $3.619 billion. In addition, the government will 
reduce non-budgetary expenditures (loans and investments) by 
$625 million. Reductions in total outlays and increases in revenues as 
a result of these measures will total $4.244 billion. 


In addition, the government has moved to tighten the policy 
reserve system whereby committees of Cabinet had access to a reserve 
of uncommitted funds available for new initiatives. The existence of 
large policy reserves has tended to encourage government spending. 
The government has reduced the policy reserves by $300 million. This 
reduction has not been included in the $4.244 billion. 


Table 2 summarizes the changes announced today. The 
adjustments set out in this document are for the fiscal year 1985-86 
and are against the background of the forecast set out by the Minister 
of Finance in his economic statement. As indicated in that document, 
the projections were developed on the basis of the expenditure plan 
and commitments established by the previous government. Spending 
reference levels for programs formally approved by the previous 
Treasury Board have been used for the projections. It is from these 
levels that all financial impacts have been calculated. 


Table 2 


Summary of Program 


Budgetary 1985-86 


$ millions 


Program Expenditure Adjustments 


(details in Annexes A to E) Pipe eH | 
Increases in Revenue (details in 

Annexes F and G) 152 
Sub-Total, Program Adjustments 2 OL 


Reduction in Overhead Expenditures 
and General Restraint (details in 
Table 3) 700 


Total, Budgetary Adjustments 3,619 


Non-Budgetary 


Reduction in Loans and Investments 
to Crown corporations 625 


TOTAL 4,244 


The adjustments which have been made fall into a number of 
eategories. There are both reductions in expenditures and increases 
in revenues. Budgetary expenditure reductions amount to 
$2.887 billion, non-budgetary expenditure reductions equal a further 
$625 million, while increases in revenues total $732 million. Within 
budgetary expenditure reductions, there are broad general restraint 
measures totalling $700 million and program-specific savings of 
$2.187 billion. 


Within the category of program-specific budgetary 
reductions, there are a number of groups. More than $770 million in 
savings are accounted for by scaling back the funding levels of 
ongoing programs. Adjustments to the terms and conditions of certain 
programs and more rigorous management will save a further 
$400 million. Almost $400 million comes from eliminating entirely certain 
programs, while more than $275 million comes from deferring or 
cancelling capital projects. Reductions in the Aid and Defence 
programs totalling more than $300 million account for the remainder of 
the program-specific changes. 


As indicated, the government will reduce loans and 
investments to its Crown corporations. A planned equity injection of 
$275 million to Petro-Canada will not be made. Decreases in loans and 
equity contributions to the financial Crown corporations and other 
institutions will total at least $350 million. 


The next section provides a brief description of the major 
programs or projects in each of the categories of budgetary 
expenditure reductions or revenue increases. 


Reductions in Level of Program Spending 


In a number of programs, expenditures will be reduced. 
Examples of these reductions are the Petroleum Incentives Program and 
industry subsidy programs of the Department of Regional Industrial 
Expansion. in both cases, the government believes immediate 
reductions can be effected in the programs. Together, these 
two programs have been reduced by $450 million from the reference 
levels established for 1985-86. 


Other examples of major expenditure reductions are the 
savings of $93 million from payments to VIA Rail, and $75 million to 
the Canadian Broadcasting Corporation. In these cases, the 
government believes that, while the reductions will be painful and will 
require much tighter management by the corporations involved, the 
organizations will be able to absorb these reductions and continue to 
provide core services. 


All together, $771 million has been cut from ongoing 
programs. These are listed in Annex A. 


More Rigorous Management of Programs 


A major challenge of the new government is to improve the 
management of existing programs. More rigorous management and 
adjustments in program regulations to improve targeting can produce 
more effective and less costly programs. We have begun this process. 
Better management should generate significant savings in a number of 
departments of government. In addition, the National Capital 
Commission will cut its budget by 10 per cent. The operations of 
CN Marine will be restructured to make it more cost effective. A 
number of adjustments in the Unemployment Insurance Program and the 
employment services will be made to produce fairer and more effective 
programs, as well as to generate savings. Canada has a large and 
impressive foreign service which serves well our political and 
commercial interests abroad. In our current financial circumstances, a 
small reduction in this representation is appropriate. As part of this 
process, a number of posts will be closed. Together, these savings, 
set out in Annex B, will total $418 million. 


Elimination of Certain Programs and Agencies 


Certain programs have reached the stage where they should 
now be eliminated or gradually phased out. In many cases, these were 
good programs but circumstances have changed since they were originally 
initiated. In the energy field, the Canadian Home Insulation Program 
will be gradually phased out and the Canadian Oil Substitution Program 
terminated. Canertech, a Crown corporation, will be wound up. So 
too, will Canagrex, a recently-created agricultural Crown corporation. 
Other sectors will also be affected. The mid-decade census will not be 
conducted; instead we will proceed only with those census expendi- 
tures necessary to meet our constitutional requirements. 


The Minister of Employment and Immigration will be 
developing new programs to provide permanent jobs for our youth, and 
to introduce training better suited to giving our unemployed skills 
matched to the needs of the modern economy. Two current programs, 
Summer Canada and General Industrial Training, will, as a result, be 
terminated. 


Annex C lists the programs eliminated, totalling $386 million. 
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Deferral or Cancellation of Capital Projects 


In attempting to reduce expenditures, the government has 
avoided approaches which give savings today only to increase costs 
tomorrow. There is no gain to stopping essential capital expenditures 
only to face new higher costs for these investments in future years. 


There are, however, a number of capital expenditures started 
by the previous government which were not essential, or which 
involved long term continuing operating costs beyond the financial 
capacity of the government. 


The government has decided, as an example, to defer the 
construction of a new embassy in Washington. We cannot afford to 
proceed with this project this year, at a time when all Canadians are 
asked to make sacrifices. The United States will understand that this 
postponement reflects only prudent financial decision-making on the 
part of the government. 


The government will honour its commitments under the 
Natural Gas Laterals Program, but will defer new commitments for the 
time being. 


We will cease, for the moment, developing national parks. 
The modernization of the Montreal commuter rail program will be 
deferred and research institutes to be built by the National Research 
Council in Edmonton and Shawinigan will not proceed, pending further 
review. A number of other capital projects, while attractive to the 
local area involved, will have to be cancelled or deferred. Together 
some $278 million will be saved in this way (see Annex D). 


Aid and Defence 


The government has made clear in the election campaign its 
commitment to strengthening Canada's defence capacity. A policy 
review will be launched to establish the desirable level and nature of 
defence activities. In conducting the current expenditure review, 
savings have been identified in defence spending which can be effected 
while maintaining our NATO commitments. These total $154 million in 
1985-86, 
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Canada has committed itself to raising its foreign aid to 
0.5 per cent of its GNP by 1985. The Government of Canada will 
honour this commitment. The review of expenditures has indicated 
that this can be achieved while effecting some savings from the 
reference levels currently proposed for aid spending (see Annex E). 


Increased Revenue Generation 


As indicated earlier, the government provides Canadians with 
many services which are akin to those in the commercial sector or are 
specifically tailored for particular groups or organizations. In most 
cases, these services are provided well below their cost. It is only 
fair that those who benefit from these services should bear a 
significant share of the costs. In recent years, the government has 
held down increases in its prices. The result has been that today the 
percentage of costs recovered has fallen dramatically. The government 
is, therefore, moving to increase prices for many of the services it 
provides. After these increases most services will still recover only a 
percentage of their costs, but the burden of providing these services 
will be more equitably shared than before. 


Major increases in cost recovery are possible in the 
agriculture area where food inspection services to the food processors 
are now provided at a small fraction of their costs. Patent fees in 
Canada are well below international levels. More than 90 per cent of 
patents in Canada are held by foreigners. We will move fees to 
international levels, but will establish a special lower fee for the small 
inventor. Annex F sets out the areas of increased cost recovery. 
Total revenues generated will equal $193 million. 


Increased revenues will also be obtained through better 
management of our debt collection system. The Government of Canada, 
particularly the department of National Revenue but also departments 
like Transport, Energy, Mines and Resources and Regional Industrial 
Expansion, is owed large sums by Canadians. These are not debts 
which are in dispute, but rather amounts which citizens or 
corporations accept as being owed. The government will move in a 
fair and humane way to begin to reduce the level of outstanding 
debts. It is not its intent to harass individual Canadians or 
corporations or force those who truly cannot pay into economic peril. 
Arrangements will be made individually to meet the circumstances of 
the particular situations. Canadians and corporations who do pay 
their debts, however, have a right to expect that the government will 
ensure payments from those who can pay, but who do not. Annex G 
displays the revenues from these sources. 
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Reduction in Overhead and General Restraint 


Table 3 sets out the reductions expected in the area of 
overhead and general restraint. As part of a general tightening of 
the management system, the government has reduced the funds 
available for contingencies for increased operating costs. Managers 
will be forced to live within their budgets. 


In addition, the government is introducing a program of 
general restraint to reduce overhead costs. Projected non-salary costs 
will be reduced by $339 million. Grants and contributions to outside 
organizations and information expenditures will each be cut by 
$40 million. 


Table 3 


Reduction in Overhead and General Restraint 


1985-86 
$ millions 
Overhead Reduction 339 
Grants and Contributions 40 
Information 40 
Control of Person-Year Growth 46 
Reduction in Operating Reserve 200 
Reduction in the Special Recovery Capital 
Projects Program (SRCPP) Reserve __ 35 
TOTAL 700 


The Treasury Board controls the size of the federal Public 
Service by controlling the number of "person-years". Growth of 
person-years has been held to 1 per cent per annum in recent years, 
and provision for a 1 per cent increase has been included in the 
former government's expenditure plan. About one-half of that increase 
has already been committed (1/2 per cent) by the previous 
government. Further approvals will not be given unless offset by 
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reductions. As a result, there will be net savirgs of at least 
$46 million. In addition to this measure, the specific program 
reductions will result in further person-year savings in 1985-86. 
Summary 


Tables 4 and 5 summarize the program adjustments by department 
and spending envelope. 


Table 4 
Adjustments by Envelope 


($ millions, 1985-86) 


Budgetary Non-Budgetary Total 

Economic and Regional 
Development let 0229 625.0 1 eal or At GAR!) 
Social Development 649.2 - 649.2 
Services to Government 67.2 = 67.2 
External Affairs and Aid 213.9 - 213.9 
Defence 154.0 oe 154.0 
2,187. 2 625 .0 2,812.2 
Revenue Increase 731.7 z Tot. t 
General Restraint 700.1 = 700.1 


Total Program Changes 3,619.0 625.0 4,244.0 


The expenditure reductions will result in the elimination of a 
number of jobs. Measures will be taken to minimize the impact of the 
cuts and to avoid, if at all possible, lay-offs of surplus personnel. 

We will be meeting with our union leaders to discuss ways in which we 
can work together to manage the adjustment. 
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Table 5 


Program Adjustments by Ministry 


1985-86 
$ millions 
Agriculture 62.9 
Communications 121.5 
Consumer and Corporate Affairs 41.2 
Employment and Immigration 432.3 
Energy, Mines & Resources 613.4 
Environment 44.1 
External Affairs 222.9 
Fisheries and Oceans 36.1 
Indian and Northern Affairs 15.8 
Justice 0.8 
Labour - Canada Mortgage and Housing Corporation 48.3 
National Defence 154.0 
National Health and Welfare 10.3 
National Revenue Zo at 
Public Works 72.0 
Regional Industrial Expansion 200.0 
Science and Technology 36.0 
Secretary of State 1539 
Solicitor General 4.0 
Supply and Services Shi 
Transport 287.1 
Debt Collection (Several Departments) 440.0 
SUB-TOTAL 2591820 
General Restraint 700.1 
Non-Budgetary 625.0 


TOTAL 4,244.0 
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Canada is a country of enormous economic potential and 
wealth. Our future and prosperity have been undermined by the 
deteriorating financial position of the government. Investor and 
consumer confidence - the essential ingredient of any economic 
renewal - will not be restored until people are reassured that proper 
expenditure management and control has been established in the 
Government of Canada. Expenditures must be reviewed and reductions 
brought about in a fair and humane way. The package announced 
today is a balanced approach to expenditure reductions aimed at beginning 
the process of reducing the deficit. In the coming months intensive 
reviews of the remaining programs will be undertaken. Consultations 
with interested groups will take place. It is important, however, that 
the process begin, and begin tonight. The expenditure reductions 
announced tonight are a first step in restoring the financial health of 
the Government of Canada, a first step in restoring business and 
consumer confidence, a first step on the road to our economic renewal. 
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ANNEX A 


REDUCTIONS IN THE LEVEL OF PROGRAM SPENDING 


Savings in 


1985/86 
($M) 

DAIRY PROGRAMS 6.2 

(Agriculture) 

In addition to ongoing subsidies of approximately 

$300 million for the production of milk for domestic 

needs, a special payment is provided for 

2.2 million hectolitres of milk used- for exported 

milk products. The Canadian Dairy Commission 

also undertakes market research on dairy 

products. 

The special export payment will be restricted for a 

saving of $4.0 million in 1985-86 and $6.65 million 

in future years. The dairy research program will 

be eliminated, generating a saving of $2.2 million 

each year. 

CANADIAN BROADCASTING CORPORATION 75.0 

ommunications 


The CBC provides a national radio and television 
broadcasting service. 


The specific allocation of the expenditure 
reduction is yet to be determined. Reference 
levels in 1985-86 will be reduced from $906 million 
to $831 million. 


Savings in 
1985/86 


CULTURAL AGENCIES deo 
(Communications) 


These programs support a variety of Canadian 
cultural activities and regulate Canadian 
broadcasting and telecommunications. 


General expenditure reductions will be made in the 
following agencies: National Film Board 

($1.5 million); Canadian Radio-television and 
Telecommunications Commission ($1.5 million) ; 
National Arts Centre ($1.0 million); and Canada 
Council ($3.5 million). 


PETROLEUM INCENTIVES PROGRAM 250.0 
(Energy, Mines and Resources) 


This program is designed to stimulate oil and gas 
exploration and promote Canadianization. 


Spending levels for 1985-86 will be reduced by 
$250 million from currently approved reference 
levels of $1.850 billion. This reduction will not 
significantly affect exploration or the benefits of 
the program. 


ENERGY RESEARCH AND DEVELOPMENT 60.8 


This interdepartmental energy research and 
development program strives to increase energy 
self-sufficiency and diversify sources of 
energy in Canada. 


Savings in 
1985/86 


Longer term or lower priority research work will 
be curtailed in the following departments and 
agencies: 


Agriculture 

Canada Mortgage and Housing Corporation 
Consumer and Corporate Affairs 

Energy Mines and Resources 

Environment 

Torestry 

Fisheries and Oceans 

National Research Council 

Public Works 

Transport 


— 
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PRCGRAM FOR EXPORT MARKET DEVELOPMENT 4.0 
(External Affairs) 


The Program for Export Market Development 
(PEMD) provides federal assistance to business 
through the sharing of financial risk of entering 
new export markets. 


PEMD will have more modest increases in spending 
levels than anticipated. Planned expenditure for 
1985-86 will be reduced from $42 million to $38 

_ million but will still represent an increase over 
1984-85 levels. 


Savings in 


1985/86 
($M) 
CANADIAN COMMERCIAL CORPORATION 5.0 
(External Affairs) 
Canadian Commercial Corporation (CCC) 
facilitates the export of a wide range of 
goods and services with particular focus on 
serving as an intermediary in government-to- 
government transactions. 
The scale of CCC's activities will be 
constrained. 
GRANTS AND CONTRIBUTIONS 120 
(External Affairs) 
This program provides grants and contributions to 
a number of national and international 
organizations. 
Following a case-by-case review, the department 
has identified areas of reductions which will not 
affect their mandatory grants and contributions. 
PROGRAMS 1 


(Fisheries and Oceans) 


These programs assist the development of the 
fishing industry, the marketing of products 
and the development of marine resources. 


Expenditures on fish and fisheries development 
programs on both the East and West Coast, and 
export promotion will be scaled down. 


Savings in 
1985/86 
($M) 


NORTHERN OIL AND GAS ACTION PLAN 8.0 


The Northern Oil and Gas Action Plan (NOGAP) 
provides funding to a number of federal 
departments to accelerate studies in 

connection with Northern oil and gas production. 


Reductions in these expenditures will be made. 


SOCIAL HOUSING 9.6 
(Labour - CMHC) 


CMHC provides subsidies for public housing 
projects in conjunction with provinces, 
municipalities and their agencies and for 
non-profit and cooperative housing projects. 


The savings will be achieved through unit 
reductions and program modification. 


RESIDENTIAL REHARILITATION ASSISTANCE PROGRAM 29.4 
(Labour - CMHC) 


In this program, financial assistance is 
provided to residential property owners in 
designated areas to improve their properties. 


The planned level of activity wili be reduced 
by 25 per cent. 


Savings in 
1985/86 
($M) 


INDUSTRIAL INCENTIVES PROGRAM 200.0 
(Regional Industrial Expansion) 


These programs are designed to promote regional 
industrial development by providing financial 
assistance to support private sector initiatives. 


Savings of $175 million will come from the 
Industrial and Regional Development Program and 
will be achieved by way of adjustments to the 
program regulations. Other, more modest savings 
will be achieved through reductions in certain 
other DRIE industrial incentive programs. 


GRANTS AND CONTRIBUTIONS oie 
(Secretary of State) 


Direct financial assistance is provided to 
national, regional and local groups in support 
of general cultural activities. 


There will be minor reductions in funding. 


VIA RAIL 93.0 
(Transport) 


The government reimburses Via Rail for operating 
losses and provides substantial capital 
contributions. 


The savings reflect a reduced requirement for 
funding of Via's operating losses due to a 
combination of fare increases, reduced operating 
costs and various reductions of capital spending. 
Reference levels for Via in 1985-86 will be reduced 
from $693.7 million to $600.7 million. 


TOTAL ia. 
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ANNEX B 


MORE RIGCROUS MANAGEMENT OF PROGRAMS 


Savings in 
1985/86 
($M) 


DEPARTMENTAL OPERATIONS o.4 
(Agriculture) 


The Department will be reducing its salary and 
operating expenditures and restricting minor 
grants and contributions in areas such as 
livestock improvement. 


CUBRTLURAL PROJECTS (ERY 
(Communications) 


The Department provides contributions to 
support specific cultural projects through a 
number of programs. 


Among these programs, the Capital Assistance 
Program will be eliminated, uncommitted 
project funding will be reduced, and selected 
projects will be terminated following a 
case-by-case review. 


UREA FORMALDEHYDE FOAM INSULATION PROGRAM 120 
(Consumer and Corporate Affairs) 


This program provides contributions of up to 
$5,000 for remedial work to homes insulated 

with Urea Formaldehyde Foam Insulation. 
Homeowners were required to register for 
assistance under the program by September 1983. 


Administrative overhead costs will be reduced. 


B.2 


Savings in 
1985/86 
($M) 


EMPLOYMENT PENSION INCOME 30.0 
(Employment and Immigration) ‘ 


Employment pension income is not considered to be 
earned income when eligibility for unemployment 
insurance is determined. 


The proposed measure would consider employment 
pension income as earnings. 


SEPARATION PAYMENTS 60.0 
(Employment anc Immigration) 


Separation payments are not considered to be 
earned income when eligibility for 
unemployment insurance is determined. 


The proposed measure would consider separation 
payments as earnings. 


EMPLOYMENT ASSISTANCE AND ENTITLEMENT 200.0 
(Employment and Immigration) 


The Unemployment Insurance Act provides for 
the establishment of an employment service and 
for certain entitlement criteria. 


Through intensified interviews this program 

will provide employment assistance where 
required, and will ensure that only those entitled 
will receive benefits. 


UNEMPLOYMENT INSURANCE PAYMENTS 
(Employment and Immigration) 


Unemployment insurance benefits are currently 
payable for six weeks beyond the normal 
termination date to U.I. eligible claimants who are 
graduates of a job training program or 
beneficiaries of a job creation project. 


The proposed measure would shorten the period to 
three weeks. 


MOBILITY PROGRAM 
(Employment and Immigration) 


This program assists workers to relocate to 
areas of higher employment. 


The program will be restructured by tightening 
the eligibility criteria. 


PROGRAM DELIVERY 
(Employment and Immigration) 


These programs provide employment services. 


These operations will be streamlined. 


ENVIRONMENT SERVICES 
(Environment) 


Environment Services encompass federal 
programs in the area of wildlife, water, 
environmental protection and atmospheric 
services. 


Savings in 
1985/86 
($M) 


0.8 


2.8 


1.3 


Sti 


Steps are to be taken to concentrate activities 
regarding wildlife on the primary federal 
responsibility for migratory birds and endangered 
species. Alternative delivery mechanisms will be 
pursued for obtaining climatological data and 
provision of toxicological research information. 
Reductions to the Canada Water Act Funding are 
included. 


POSTS ABROAD 
(External Affairs) 


The department has 125 posts abroad and had 
recently created the new position of 
Ambassador to the UN Food and Agriculture 
Organization in Rome. 


The position in Rome is cancelled and five 

other small posts will be closed. Additional posts 
will be announced for closure in 1985, leading to 
further savings in future years. 


DEPARTMENTAL OPERATIONS 
(National Health and Welfare) 


Programs provide for the promotion or 
preservation of the health, social security 
and social welfare of Canadians. 


Reductions will be made in discretionary programs. 


B.4 


Savings in 
1985/86 


3.1 


8.2 


Savings in 
1985/86 


DEPARTMENTAL OPERATIONS 7.8 
(Indian Affairs and Northern Development) 


Programs involve a wide range of services and 
activities concerning status Indians, Inuit and 
northern residents in the Territories. 


Reductions will be made in administrative costs and 
in certain programs. 


RESEARCH AND INFORMATION 5 
abour - H 


CMHC undertakes internal and supports external 
research, policy studies and technical reports on 
various aspects of housing and community 
development in Canada. 


The planned level of activity will be reduced. 


NATIONAL CAPITAL COMMISSION 10.0 
(Public Works 


The National Capital Commission prepares plans 
and assists in the development, conservation 
and improvement of the National Capital 
Region. 


Reductions of 10 per cent in the total budget will 
be made, including savings in 1985-86 from the 
Quebec Road network ($3.3 million), the Eastern 
Parkway ($1.3 million) and the Hull Marina 

($0.8 million). 


CUSTOMS AND EXCISE OPERATIONS 
(Revenue Canada) 


The department provides customs and excise 
services for the government. 


Productivity improvements will be made, including: 


reduced utilization of bonded warehouses by large 
retailers; closure of low-volume excise offices and 
customs ports; streamlining postal operations; 
elimination of the mobile surveillance group on the 
Great Lakes. 


CANADA STUDENT LOANS PROGRAM 
(Secretary of State) 


Financial help to students who require 
assistance at the post-secondary level is 
provided through loan guarantees. 


The loan limit will be held at current levels. 


DEPARTMENTAL OPERATIONS 
(Supply and Services) 


The department provides administrative, 
management and procurement services to 
government departments, and operates Centres 
for Service to the Public. 


Steps will be taken to improve administrative 


efficiency, and the regional centres will be closed. 


Savings in 
1985/86 


4.1 


9.0 


14,2 


FERRY SERVICES 
(Transport) 


The federal government supports ferry services on 
the East Coast. 


Savings are possible from selective increased cost 
recovery and from operating efficiencies in the 
restructuring of Coastal and Gulf services and by 
instituting summer only service on the 
Yarmouth-Bar Harbour ferry. 


CN MARINE 
(Transport) 


CN Marine, a wholly-owned subsidiary of CN, is 
supported by the federal government for the 
provision of ferry services on the East Coast. 


CN Marine will be established as a separate 
Crown corporation to respond more effectively 
to the needs of Atlantic Canada, and to reduce 
administrative costs. 


TOTAL 


Savings in 
1985/86 
($M) 


1651 
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ELIMINATION OF -PROGRAMS 


CANAGREX 
(Agriculture) 


This Crown corporation was established in 1983 
to promote and facilitate the export of 
agricultural products and services from 
Canada. 


The Corporation will be wound up and other 
existing mechanisms (i.e. trade offices and 
consulates) will be used instead. 


GENERAL INDUSTRIAL TRAINING PROGRAM 
(Employment and Immigration) 


The program provides financial assistance to 
employers to provide skills training. 


This program will be eliminated except to meet 
special training needs. However, the Minister of 
Employment and Immigration will be developing new 
programs to provide skills training for the 
unemployed to match the needs of the modern 
economy. 


YOUNG WORKERS EXCHANGE PROGRAM 
(Employment and Immigration) 


This program, which provides international 
exchanges for young workers, will be terminated. 


ANNEX C 


Savings in 
1985/86 
($M) 


6.6 


40.0 


3.0 


Savings in 


1985/86 
($M) 

SUMMER CANADA 85.0 

(Employment and Immigration) 

This program provides employment for students 

during summer months. 

This program, except for the student employment 

centres, will be terminated. lowever, the Minister 

of Employment and Immigration will be developing 

new programs to provide permanent jobs for young 

Canadians. 

CANADA OIL SUBSTITUTION PROGRAM 95 .0 

(Energy, Mines and Resources) 

This program is designed to aid consumers to 

convert from oil to electricity, natural gas or other 

renewable sources of energy. 

It will be terminated March 31, 1985. 

CANERTECH 30.6 


(Energy, Mines and Resources) 


This entity is a Petro-Canada subsidiary, investing 
in conservation and renewable energy projects. 


Canertech will be wound up and its assets sold. 


Savings in 


1985/86 
MARITIME ENGINEERING 8.0 
(Energy, Mines and Resources) 
The program is designed to do engineering work 
for the Maritime leg of the Trans-Quebec and 
Maritime gas pipeline. 
Funding has been cancelled because the extension 
of the TQ & M project has been deferred. 
CANADIAN HOME INSULATION PROGRAM (CHIP) 84.0 
(Energy, Mines and Resources) 
The program provides a taxable grant of up to 
$500 to insulate residences. 
The rate of contribution is to be reduced from 
60 per cent to 33 1/3 per cent as soon as possible, 
with the program itself to be terminated March 31, 
1986. 
CANADA RENTAL SUPPLY PLAN 7.8 
abour - H 


The Canada Rental Supply Plan was introduced 
as a short-term program to provide 15-year 
interest-free loans to qualifying builders for 
constructing rental units. The program was 
intended to terminate in 1984. 


Uncommitted funds will be withdrawn. 


RESEARCH PROGRAMS 
(Science and Technology) 


The program undertakes research and supports 
research projects. 


The areas of X-rays, Nuclear Radiation and High 
Pressure Chemistry have been exhaustively studied. 
These programs will therefore be discontinued and 
other expenditures reduced. 


ENVIRONMENT SECRETARIAT, RESEARCH FACILITIES 
(Science and Technology) 


The Rocket and Balloon Launching Facilities 
Program supports studies of the upper 
atmosphere, and the Environmental Secretariat 
examines and analyses available information on the 
effects of contaminants. 


Since activity at the launching sites has fallen off 
in recent years and scientific interest in space 
science has shifted heavily towards the use of 
earth satellites, the Rocket and Balloon facilities 
will be eliminated. The work of the Environmental 
Secretariat will be discontinued. 


1986 CENSUS 
(Supply and Services) 


Canada, unlike many countries, has conducted a 
mid-decade census since 1955. Current plans 
called for a national mid-decade census. 


The Census will be limited to constitutional 
requirements. These measures will generate 
savings of $100 million in the period 1985-86 to 
1987-88. 


TOTAL 


Savings in 
1985/86 


4.4 


9.0 


17.0 


386.4 


ANNEX D 


DEFERRAL/CANCELLATION OF CAPITAL PROJECTS 


CAPITAL PROJECTS 
(Agriculture ) 


Plans existed for the construction of a 
pharmaceutical testing laboratory in Trois Rivieres, 
Muebec, and a plant health laboratory in 
Victoriaville, Quebec. 


These facilities will be deferred, pending further 
review. 


FORESTRY RESEARCH PROJECTS 
(Agriculture) 


Plans had been developed to relocate the 
Newfoundland Forest Research Centre from 
St. John's to Corner Brook. 


The move will be deferred, pending further 
review. 


CBC HIGH TECH EQUIPMENT 
(Communications) 


Additional funds had been allocated to the 
Canadian Broadcasting Corporation to acquire 
high technology equipment. 


This additional funding will not be provided. 


Savings in 
1985/86 
($M) 


4.9 


3.5 


NATURAL GAS LATERALS PROGRAM 
(Energy, Mines and Resources) 


This program is designed to support the building 
of lateral pipelines off the gas trunkline from 
Montreal to Quebec. 


Current construction will be completed but for the 
moment new commitments will be deferred. 


PARKS CANADA OPERATIONS 
(Environment) 


Parks Canada develops and maintains the national 
park system. 


Planned spending on new development within 
existing parks and on various parks services 
will be reduced. 


TORONTO/GUELPH TOXICOLOGY CENTRE 
(Environment) 


Facilities for a study centre were to be 
constructed in both Guelph and Toronto. 


The department will be pursuing alternative means 
of satisfying toxicology research requirements. 
Savings result from cancelling the planned federal 
contribution towards this project. 


Savings in 
1985/86 
($M) 


85 .0 


19.5 


3.4 


WASHINGTON EMBASSY 


(External Affairs) 


The department planned to construct a new 
embassy in Washington, U.S.A. at a cost of 
$62 million. 


The project will be deferred for one year. This 
cost-saving measure will have few immediate effects 
on operations. 


CAPITAL EXPENDITURES 
(Fisheries and Oceans 


Capital expenditures are required to provide 
infrastructure for the fishing industry to 

manage fish stocks, and to undertake hydrographic 
and oceanographic activities. 


Reductions result from the termination of certain 
capital projects and the deferral of others. 


REGIONAL OFFICE 
(National Health and Welfare) 


The Nova Scotia Regional Office for Income 
Security Programs in Halifax administers the 
payment of benefits within Nova Scotia for Old 
Age Security, Family Allowances and the Canada 
Pension Plan. 


The move of this office from Halifax to Sydney 
will be cancelled. 


Savings in 
1985/86 


29.8 


18.1 


orl 


Savings in 
1985/86 
($8) 


ACCCMMODATION CAPITAL AND SERVICES 14.2 
(Public Works) 


Accommodation and other services are provided 
for government operations. 


The construction of a new office building in 
Halifax and other capital projects will be deferred, 
and other reductions will be achieved. 


DREDGING PROGRAM 3.6 
(Public Works) 


Programs provide for the dredging of waterways 
for marine navigation. | 


Capital investment in the department's dredging 
fleet will be deferred. 


VIEUX-PORT DE MONTREAL AND CHICOUTIMI eS 
LAND REDEVELOPMENT - MARINA 
(Public Works) 


Projects in Montreal and Chicoutimi involve the 
redevelopment of federally-owned waterfront land. 


Project components which have not yet been 
contracted will be cancelled. 


Savings in 
1985/86 


MANUFACTURING TECHNOLOGY INSTITUTE 23.0 
clience an echnology 


Plans envisaged the establishment of a 
Manufacturing Technology Institute (NRC) in 
Winnipeg. 


The government has decided not to proceed with 
the establishment of the Institute. 


RESEARCH INSTITUTE i 3.6 
(Science and Technology) 


Plans envisaged the establishment of an Institute 
for Electrochemistry (Shawinigan) and a Cold 
Regions Research Institute (Edmonton). 


The need for such Institutes has been greatly 
reduced and the projects will not proceed. 


CAPITAL PROJECTS 01.6 
(Transport) 


The department operates the Coast Guard aids to 
- navigation and vessels, undertakes the 
rehabilitation of rai] branchlines, and manages 
contributions for commuter services. 


A review of transport projects indicates some 
planned expenditures are being reprofiled for 
technical or other reasons, or to accommodate 
provinces participating in joint projects. 


TOTAL 277.8 
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ANNEX E 


EXTERNAL AID AND DEFENCE 


Savings in 
1985/86 


OFFICIAL DEVELOPMENT ASSISTANCE 180.0 
(External airs 


Canada's external aid program supports projects in 
developing countries utilizing Canadian expertise 
and Canadian goods and equipment, supports 
Canadian and international humanitarian and 
research organizations, supports the provision of. 
food aid to needy Third World countries, and 
supports international financial institutions 
involved in funding of Third World development. 


Canada will meet its announced 1985 target levels 
of 0.5 per cent of GNP. The government 
re-affirms its commitment to reasonable growth in 
budgets over the next decade to achieve 0.6 per 
cent of GNP in 1990 and to reach a target of 

0.7 per cent of GNP allocated to aid expenditures 
by 1995. 


DEPARTMENTAL OPERATIONS 154.0 
Defence) 


Departmental operations include activities and 
projects that support the achievement of 
national defence objectives. 


These savings can be realized while 
maintaining Canada's commitment to NATO. 


TOTAL 334.0 


COST RECOVERY 


AGRICULTURAL SERVICES 
(Agriculture) 


Fees are currently charged for services such 
as food inspection, agricultural input quality 
assurance (e.g. feeds, fertilizers, seeds, and 


pesticides), and records of livestock performance. 


The level of cost recovery will be increased 
for these services, and new fees introduced for 
others, such as certain research services. 


RAPIO  LGICENCES 
(Communications) 


The Department of Communications plans and 
allocates the use of the radio frequency 
spectrum, including licencing and enforcement 
of regulations. 


Radio licence fees and other charges will be 
increased to cover the full cost of the program. 


ANNEX F 


Savings in 
1985/86 
($M) 


32.3 


REGISTRATIONS AND INSPECTIONS 
(Consumer and Corporate Affairs) 


Fees currently being charged for registration 
of patents in Canada are significantly lower 
than those levied by other countries. Various 
other fees are also being charged for such 
activities as administration of bankruptcies, 
corporate services, and inspection of weighing 
and measuring devices. 


The patent fees (93 per cent of patents are 
foreign-owned), as well as fees for the other 
services noted above will be increased. 


IMMIGRATION AND SOCIAL INSURANCE NUMBER 
DOCUMENTATION 
(Employment and Immigration) 


The government provides documentation to 
individuals from various countries applying 
for temporary or permanent admission to 
Canada, and replaces Social Insurance Number 
ecards on request. 


The cost of immigration processing and replacement 
of S.I.N. cards will be recovered through fees. 


Savings in 
1985/86 
($M) 


Sot 


4.4 
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Savings in 
1985/86 
($M) 


PARKS AND WEATHER SERVICES 1030 
(Environment) 


The department charges users for a variety of 
services. 


User fees for most Parks Canada services will be 
increased, as will fees for special services relating 
to climatological information. Fees for weather 
information services will be implemented. 


INSPECTIONS, LICENCES AND SERVICES 6.3 
(Fisheries and Oceans) 


Charges will be increased for a variety of 
services in the fisheries sector including 
berthage fees (both commercial and 
recreational), import inspections, foreign 
licence fees, and for oceanographic and 
hydrographic services and publications. 


DIVORCE REGISTRY 0.8 
(Justice) 


The Divorce Registry ensures that there is no 
duplication in issuing divorce processes. 


A $10 fee to obtain a clearance certificate to 
launch divorce proceedings will be introduced. 


ACCOMMODATION AND MARINE SERVICES 
(Public Works) 


Public Works currently generates revenues by 
collecting parking fees, commercial rents and 
charging tolls on bridges. 


Rates for commercial leases and parking will be 
increased and the New Westminster Rail Bridge toll 
will be increased to fully cover costs. 


PROOFS AND CERTIFICATES OF NEW CITIZENSHIP 


(Secretary of State) 


Proofs and certificates awarding Canadian 
citizenship are available from the Citizenship 
Registration Office for a small fee. 


The fees charged for these documents will be 
increased. 


SECURITY CLEARANCES 
(Solicitor General) 


Security clearances are required by individuals 
seeking visas or citizenship. 


Fees will be introduced to cover these costs. 


F.4 


Savings in 
1985/86 
($M) 


13 25 


Lol 


4.0 


TRANSPCRTATION SERVICES 
(Transport) 


The Transport department recovers certain 
costs associated with delivery of its 
programs, but revenues are well below full 
cost recovery. 


These proposals will increase the rate of cost 
recovery and pass a greater proportion of 

costs directly to the users. The initiatives 
include: increased car parking rates at airports; 
higher rental rates for airport lands and 
buildings; a revised tariff structure for 
government wharves; and increased charges for 
various marine-related services. Further savings 
will be achieved from operating efficiencies, 
including administrative reallocations and reduced 
service levels for various marine activities and for 
airport maintenance. 


AIR TRANSPORTATION AND AIR CARGO TAXES 
(Transport) 


Air travellers are currently taxed at a rate of 

8 per cent with a maximum of $23 on the cost of 
air travel within Canada, and between Canada and 
the U.S.A., and $12.50 on international air travel. 


These proposals would increase the Air 
Transportation Tax to 9 per cent with a maximum 
of $30 on domestic and Canada-U.S.A. flights, and 
$15 on other international flights. A cargo tax 
will be established by 1987-88. 


TOTAL 


Hino 


Savings in 
1985/86 
($M) 


23.5 


34.6 


ANNEX G 


INCREASED REVENUE GENERATION 
Savings in 
1985/86 
($M) 


COLLECTION OF DEBTS DUE TO THE CROWN 440.0 


The accounts receivable by the government, 
particularly the Department of National Revenue, 
but also Transport, Energy, Mines and Resources 
and Regional Industrial Expansion, are estimated to 
be in excess of %4 billion. 


The government will take measures to improve the 
management of its debt collection. 


TAX AUDIT FOR NON-RESIDENTS DOING BUSINESS IN 25.0 
CANADA 
(Revenue Canada) 


In many instances, appropriate taxes are not being 
paid on income earned in Canada by non-residents. 


The audit activity will be increased. 


SALE OF SURPLUS PROPERTIES TEN CY? 
(Public Works) 


The department sells surplus federal 
properties on behalf of the government. 


The disposal of surplus properties will be 
accelerated. 


CN SUBSIDY 
(Transport) 


The government provides a subsidy to CN for 
losses on rail transportation services. An 
overpayment of subsidy paid by the Canadian 
Transport Commission under the Railway Act was 
made at the time of CN's recapitalization in 1979 
and 1980. 


The overpayment will be recovered as 
recommended by the Auditor General. The 
return of the funds will not impair CN's 
expenditure plans. 


Savings in 
1985/86 
($M) 


46.8 


TOTAL 539.0 
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